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FOREWORD

The purpose of this study is to identify, describe,
and analyze the practical economic effects of Great
Britain's joininc the Common Market, and to set out the
issues involved in its decision al^out aoinc into the
Common Market.
The study is based on secondare research.

The

reason for the research is to examine developments with
in Great Britain and to relate these to the coals of the
Common Market and to show how and why they can either be
characterized as advantageous or disadvantageous to
Great Britain if it joins the Common -Market.

B. O. V.
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CHAPTER 1

INTRODUCTION - GREAT BRITAIN AND THE COMMON MARKET

Most people, when they think of Great Britain joining
Europe, consider whether it should or should not join the
Common Market.

People also think that there would be en

ormous advantages for the country if it were a member, and
that the country would become more prosperous.

One has to

remember, however, that there are also issues other than
prosperity involved.

It is important to try to predict the

kind of society in which the people of the nation shall be
living in future years.
It is said that history repeats itself, and when Great
Britain considers the future, it can probably get some
guidance by thinking back over the vast changes which have
taken place in the immediate past.
Thirty-one years ago, when the fate of the world was
discussed at the Munich Conference, it was the Great Powers
of the time who assembled to decide that fate.

At that

time they were Britain, France, Germany and Italy.

Few

at that time, bothered very much about what the Russians
thought and the Americans did not participate at all.

This

is quite a contrast to the present world situation, in
which there are two superpowers. United States and the
Soviet Union, which dominate the world scene. The great powers
of thirty-one years ago have become relatively minor countries
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today, and their influence on world events has decreased
accordingly.
This emergence of super-powers on the scale of the
United States and Soviet Union is a major change which has
greatly affected the status of Britain since the last world
war.

A

similar effect is the changing character of the

Commonwealth.

Today most of the Commonwealth territories

are independent, self-governing countries.
There is, however, also a third great change taking
place whose effects will become increasingly apparent during
future years.
technology.

This is in the field of industry and advanced
The great surge forward in technology can only

be sustained by economies capable of. providing the enormous
funds required for research and development.

Such econo

mies, in turn, can only be sustained by very large markets.
Not having a potential market large enough to justify the
very high costs of research and development is a handicap
for any industrial country.

It is against this background - the emergence of
super-powers, the changing character of the Commonwealth,
and the fast pace of industrial advance - that the idea of
a "European United States" has made progress in the years
since the last world war.
Twice in this century the European continent has been
severely damaged by wars, and the general feeling among
European people about how to end such conflicts can be de
scribed by the following words of Sir Winston Churchill:
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"If I am asked what advice I can give to
Europe, I can give it in a single word: Unite!"

Within a few years after the last world war, rapid
progress was being made:
established.

The Council of Europe had been

The Marshall Plan, United States economic

aid to help Europe to recover, had led to the setting up
of the Organization for European Economic Cooperation
(O.E.E.C.).

The North Atlantic Treaty (NATO) was signed,

providing for the collective defence of Western Europe,
under an integrated command.
The organizations mentioned above made great contri
butions to the unity of the European peoples.

They were

organizations in which national governments cooperated with
each other.

But all these organizations paused when it

came to the question of supranationality or true integra
tion, which many considered to be the real need of Europe.
The European Coal and Steel Community - a Community
in which the coal and steel industries of Europe would be
pooled - is the first example of an European organization
in which decisions would be made by a supranational High
Authority.

Seen in relationship to its present interest

in the Common Market, it is here Great Britain made a mis
take:

At that time it was the largest producer of coal

and steel.in Europe, and if it had accepted the suprana
tional principle it could have been the main influence in
the growing Community.

However, it did not approve of
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the development.

Six countries - Belgium^ France, Germany,

Italy, Luxembourg and Netherlands - went ahead without
Great Britain.
During the 1950's, people all over Europe began to
despair of a British commitment to European integration.
This despair deepened when the Treaties which set up the
Common Market (and EURATOM) were being negotiated.

At that

time the British government view was that the problems
among the six countries would prevent an economic inte
gration of these countries ever becoming a reality, and it
therefore never joined the negotiations (except for sending
a junior official who was soon withdrawn ) . But the six went
ahead, and the operation of the Common Market (European
Economic Community) started on January 1, 1958.
The E.E.C. Treaty was an economic treaty with politi
cal implications behind it.

For the first time, European

nations had started on a road which would lead in the end
to all major economic and political decisions being made
on behalf of all the joining nations as a whole.
The economic aim of the E.E.C. was to set up one in
tegrated European market by the elimination of all tariffs
and other restrictions to trade over a period of twelve
years (in fact, the Community has been so successful that
this period was cut to ten years).

Even with the six

countries alone this meant a market of 181 million peoole,
comparable to the population of the Soviet Union or the
United States.

If Great Britain and the other EFTA
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countries joined, the population would be about 270
million, substantially larger than EFTA and E.E.C. of to
day. (^2)
The treaty went much further.

It also provided for

the free movement of people and money, as well as goods,
a common agricultural policy, harmonization of social
services, and other subjects leading to a further economic
union of the member countries.
When the Common Market started, the transition period
of twelve years (during which time all trade barriers were
to be eliminated) was divided into three stages of four
years each.

During the first and second stages all im

portant decisions were to be taken by unanimous vote.

This

meant that every country had the power to veto any propo
sal it did not like.

But from the beginning of the third

stage, on January 1, 1966, the treaty laid down that the
Community would make most of its important decisions by
majority vote.

It was this aspect of the treaty which

General de Gaulle particularly disliked, since it empha
sized the supranational principle on which the Community
is based.
De Gaulle has already vetoed British membership appli
cation twice, and his reasons for this were many and com
plex.

It was widely believed, for instance, that de

Gaulle thought that an enlarged E.E.C., with Britain as a
member, would diminish his own influence.

He has spelled

out clearly his views as to the future of the Community:
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"1. To prevent the strengthening of the Common Market
and take away its supranational powers.
2. To reduce a possible European political union to
that of a loose alliance of sovereign states.
(3)
3. To limit cooperation with America to the minimum."

During the Community negotiations it was widely be
lieved that Britain was just as dissatisfied with the supra
national principle as de Gaulle himself.
been true at one time, but not today.

This may have

There exist many

statements from responsible British political leaders of
all parties on this subject.

In November 1965, Mr. Michael

Stewart, British Foreign Minister, talked about 'bringing
together EFTA and E.E.C. towards wider European Unity,
which is the result we all desire", and he also said that
he meant by wider European unity "something resembling
(4)
more the E.E.C. principle than EFTA."
The question is, then, if supranationality is a goal
in itself.

Some of the Common Market's spokesmen want as

much supranationality as possible in the Community, while
the British think of it differently.

They want as little

supranationality in the Community as is necessary to make
it work successfully.

Sir Edward Beddington-Behrens

explains it in the following way:

"The British do not

fully appreciate the different approach on parliamentary
decisions as between themselves and other European countr
ies .

The French and other Continentals always try to agree

on a "general principle" in legislation and not as in the
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House of Commons, on the precise form of its application.
Chey are prepared to leave the details of application to
officials." (5)
The Community idea is not a static concept; as new
situations arise it will change.

In the event Great

Britain joins the Community, there will be advantages and
disadvantages to both sides,

'^ihat is important to Britain

does not necessarily have to be considered important by
others.

As an example, from British point of view,

attractions of a political union are even more important
than those of economic union - because an effective
political union would out Europe on equal terms with the
United States and the Soviet Union.
Politicians both in Great Britain and in the Community
agree that it is a waste of time to lav down in advance
the precise form which a political union will take.

Once

the Common Market has been strengthened by the inclusion
of Great Britain and other countries, then it will or
would in time work out the kind of political union suit
able at each stage of the future development of the
Community.
The "new Unity of Europe" would be built by coing
forward from what has already been achieved in the Common
Market.

It is probable that the development within the

Community has cone too far now to be reversed by any na
tion. Therefore, there is no question now of Britain hav
ing to choose whether it wants a United Europe or not. "he
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choice for Great Britain is whether it wants to join this
United Europe, or whether it wants to let Europe go ahead
and unite without it.
Great Britain is at present a member of The European
Free Trade Association (EFTA), but its membership in this
free trade organization does not provide a solution to its
economic problems.

EFTA is, moreover, considered a tempo

rary structure, a kind of holding operation until a larger
United Europe can be created.
By examining the most important economic problems of
Great Britain in the light of the goals and developments
of the Common Market there is no choice - Great Britain
must join Europe, or according to Edward Beddington-Behrens;
"A European Unity must be created. Only by uniting
can Europe play its proper role in the world
affairs. This United Europe, however, must be
an enlargement of the European Community, so that
Great Britain and other countries can add their
contribution to the Europe which is being built."
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CHAPTER 2
GREAT BRITAIN AND ITS ROLE IN EUROPEAN COOPERATION IN
ADVANCED TECHNOLOGY

"Unless European industries concerned in advanced
technology cooperate together as if there were no
natural frontiers between them, Eurooe, within a
decade, will be an undeveloned area, as compared
with the Soviet Russia and TT.S.A."(7)
This statement made by leadina scientists and indu
strialists of fourteen European countries, in a meetina
concerned with the problems of aviation and aero-space,
computers and automation, telecommunications and nuclear
energy for civil use, is convincing evidence of the urgency
of removing trade barriers between Great Britain and other
European countries.
Since the last world war, a comolete scientific and
technological revolution has occurred.

Unless Great

Britain is able to keep up with the developments, it will
be completely left behind in the modernization of industry
and the automation procedures essential to large and
smaller-scale industrial production.
American or Russian rocket success is based on very
expensive scientific experiments, but one must also
realize that such success is based on sophisticated methods
of training human beings, training based on findings from
the newest advanced technology.

By enormous expenditures

the governments involved have created a group of highly
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trained technicians and have given a further stimulus to
automation and computer techniques.
The present European situation is one in which no
nation alone has either the financial resources or the
market to enable it to compete with the Ti.S.A. in these
fields.

Therefore, only by combining efforts is it possi

ble for European countries to maintain themselves in ad
vanced development.

Britain, which developed the jet en

gine, television, the first nuclear device, radar and a few years ago - the Hovercraft, may be completely forced
out of the more sophisticated technological industries if
such European cooperation is not achieved.
If the British aviation industry is to be maintained
and developed, it must collaborate closely with Continental
countries.

Concerning the future of the British and Euro

pean aircraft industry, the following point of view has re
ceived the British government's full recommendation:
"Wholehearted collaboration on a comprehensive range
of civil and military aircraft projects with European
countries with the aim of evolving a European indu
stry to produce aircraft fully competitive with those
of the United States". (8)
The advantages of this collaboration are considerable.
Very heavy costs of research and development are shared.
Markets for products are enlarged.

Thus, the ratio of re

search and development costs to production costs are main
tained within reasonable limits and technological expertise
is pooled.
British experience in aircraft development shows that
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they need not fear technical competition.

In fact, the

technical performance of the British aircraft industry
has been characterized as beina up to the American stan
dards.

But owing to the enormous cost of any national

program, British and other European governments must be
prepared to support the development of a European aircraftindustry, for such an industry in Europe to survive at all.
At present, the Americans are supplying most the
commercial aircraft used by European nations.

To be able

to compete with the United States, Great Britain and other
European countries should realize that cooperation on a
European basis must be created, so as to obtain the ad
vantages mentioned previously.

Long-range planning is

important to meet future requirements, and these require
ments should be met through a joint European project de
velopment.
During the past few years, commuters have had an
enormous part in automation.

There are, at present, two

large British independent companies making computers,
International Computers and Tabulators (I.C.T.) and Eng
lish Electric.

These two companies are subject to intense

competition from Ajnerican Companies, especially I.B.M,
which have approximately fortv per cent of the British
market and between seventy and eighty per cent of the re
maining European market.
In the countries of Europe where Americans have built
firms, employment and other trade benefits have been
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created.

But the great size of American companies has

often enabled them to obtain a monopoly position.

This

has weakened the European computer industry and caused
much indignation in the countries concerned.

The British

computer industry may perhaps be forced to go out of
business because its present market is not able to meet
the enormous cost of development.

With no European co

operation there is thus a danger of the entire commuter
business in Europe falling under American control.

This

American monopoly can further lead to a situation where
European firms might benefit less from, the latest techno
logical discoveries ;
"If Europe reacts to the possibilities of American
monopoly by resolutely building up her own compe
titive industries this may eventually result in
cooperation between European and -American interests.
Because cooperation is only possible between equals,
not between a giant and a lilliputien.” (in)
With its independent computer industry Great Britain
would make a major contribution to European cooperation.
This is urgent, for it is doubtful if British industry can
withstand American competition, unless the large European
market and the enormous costs of research are shared.
An important goal of the British government should
then be to see that the per cent of the American-controlled
computer market is not increased further, so that an inde
pendent British computer industry is maintained.
Cooperation is also an effective means by which
European countries can take up the space challenge of the
superpowers, and this is the idea underlying the formation
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of two European organizations, the Eurooean Research Or
ganization (ESPO), and the European Launcher Development
Organization (ELDO).
These two organizations' most ambitious oroject was
the launching of the Europa 1 rocket.

In this case the

experiment of cooperation turned out to be a complete fail
ure because of unexpected high costs and political disag
reements, and it is a good example of how not to organize
a joint multinational enterprise.

However, this failure

should not discourage new efforts on a more constructive
basis.

It would be a loss if Britain and the other

European countries were to surrender the development of
a comprehensive communications system to the monopoly of
the super-powers.

A first-class European telecommunications system is
essential to the prosperity of European countries, and
other countries outside Europe would benefit by the
stimulus of competition.

To be competitive, Europe must

have telephone, telegraph, data transmission and broad
casting services of the highest efficiency.

This requires

highly improved telecommunications.
But unfortunately, there are few industries in which
Europe's narrow nationalistic outlook in the past has had
more restrictive and limiting effects than the telecommu
nications industry.

An example of this is the fact that

each country in the Common Market and in EFTA has had its
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own separate telephone industry, manufacturing a complete
range of all its national telephone equipment.
Telecommunication should then be a field which
Europe has less to fear in the technology race, because
there are vast resources of telecommunication expertise
untapped in Europe's overall overadministered nationalistic
telecommunication industry.

The release of expertise could

lead Europe to take the position as a world communication
centre.

Even if tariff barriers were removed among a larger
European Community there would still remain serious legal
and fiscal problems in connection with cooperation in ad
vanced technology.

At present, any foreign national can

start a company in Great Britain and receive the same legal
protection as an Englishman starting a new company.

In

most other European countries, including the Common Market
countries, there exist all kinds of laws protecting the
national companies.

To solve this problem of differing

national laws and to create an acceptable form for European
cooperation in advanced technology, the following is pro
posed:
"Where different European governments or companies
have a share in developments in advanced technology,
one must device a suitable legal entity that reflects
the contributions of the different European partners.
This should be a European international company whose
shareholding is suitably divided between the many
participants. This would greatly assist interEuropean industrial cooperation." (12)
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The conference does not state how liabilities and
profits can be shared, this is left as a problem to be
solved.
The British hope that within a few years they will
have joined the Common Market and that within a short
period EFTA and the Common Market will join together. But
even an expanded Common Market will still be far behind
in those technical developments essential to modern in
dustry.

However, from here on the increased cooperation

should lead to decreased European reliance on other world
powers to develop and supply necessary advanced technoloKL

I

Just as the British government and the governments
of the Common Market countries know, the initiative should
be taken to lay plans to organize the fullest European
cooperation and integration Of advanced technological industries.
British industry and science are at present ahead of
most of the other European nations in advanced technological development and through integration and cooperation
it can make a valuable contribution to the technical ad
vance of Europe as a whole.
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CHAPTER 3
INDUSTRIAL EFFECTS OF JOINING THE COMMON MARKET

The great advantage to British industry if Britain
joins the Common Market can be simply stated:
Instead of British industrj^ manufacturing for a home
market of 54 million people plus the 38 millions in the
other EFTA countries it would be manufacturing for a home
market of approximately 270 million people.

The increased

home market for the British Industry, in general, would
produpe a double challenge;

(1) increased competition at

hpme because of the loss of tariff protection apainst im
ports from the E.E.C.;

(2) increased sales in the E.E.C.

Countries because their tariffs against British imnorts

I:

will be ended.
In the last chapter, the necessity of organized co
operation in advanced technology among the European countg

r
I

ries was discussed.

It was shown

that only through co

operation with other European nations can Britain have any
worthwhile future in these fields.

But the same consider

ations also apply to most of the industry making consumer
goods of all kinds, because a very large home market is
necessary to organize production as efficiently and as
cheaply as possible.

Through improved efficiency, British

industries would be able to increase productivity.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

Ex-

perience shows that this will have a rreneral tenrlencrr to
reduce prices on industrial poods.
It is not only the British market that is too small
in this sense,

the Common Market countries admit that

their market itself is too small.

They accent that they

need the addition of Britain and the other industrial
countries of Europe, in order that production can he oraanized on an efficient scale.

(13)

Competitive manufacturing

for a large market means beina as efficient as possible,
and this applies to both small and large corporations.
However, there is a fear among many people in Treat Britain
that the eventual entry into a larger European market would
mean that only the veio/ larae ^urms would survive,

mhis is

not always right, because bigness does not necessarily have
to mean efficiency.
The increased competition, as result of the enlarged
market, will force modernization of British industrv.where
necessary.

Some firms in certain industries will not be

able to compete in a larger market because of the increased
competition and they may have to be closed down.

The result

of this development could be increased unemployment for a
time.

The primary aoal of government and industry should

then be to rebuild or create new industry on an efficient
scale which will absorb the eventual unemployment.
According to industrial leaders, "the important point
is that if Britain joins the Common Market, the British
manufacturer will have a large and assured 'home' market
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which has adequate financial resources.
imoortance in planning future production.

This is of qreat
The reason for

their point of view is because of the veir/ laroe sums of
money involved in research and plannina for future devel
opments.

Their risk factor is reduced since thev know
(14)
they can rely on access to an adequate market."
%t

present/ the only market the British manufacturer can rely
on is the British market of 54 million people.

The manu

facturer does not know what new tariffs or other barriers
may be raised against him at any time.
British manufacturers want access to an increased
home market on which plans for future development can be
confidently based.

Entry into the Common 'Market would

provide the British industry with such a market, and on an
adequate scale.

To find out where Great Britain stands in world trade
it is necessary to look at the ficuras of v/orId-export.
TABLE

1

SHARE np TOTAL WORLD EXPORTS

1958
%
1965
%

06)

The world

Great Britain

Common Market

95.800
100
151.800
100

9.267
9.7
12.341
8.1

22.775
23.8
43.548
28.0
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Table 1 shows the enormous stimulus which neobershin in
the Common Market has provided for the six member count
ries, and how their ability to sell in the world markets
has been increased.

Figures indicate the Common "Market

has increased its share of world trade.

By comparison,

the British share has droooed somewhat.

Probably, it is

the advantages of being in the Community that have made
it possible to put forth such a successful performance.
Member of the Commission (The E.E.C. executive organ),
Dr. H.C. Hans von der Croeben explains the successful
performance in the following way;
"The advantages of the Community go far beyond the mere
lowering of tariff barriers. One important factor
is that those of the people of the Community who are
engaged in business and industry can plan ahead with
confidence. ^hey become expansion minded, and this
psychological stimulus is of great value." (15)
It can here be added that on duly 18, lh58, the
Common Market countries agreed on a transport policv.
This will give then even more favorable conditions for
expansion in the years to come.
hll such developments have important effects on the
rate of economic growth.

Great Britain has been struggling

for years to achieve a higher rate of economic growth,
because that has been considered the key to getting the
country out of its present economic problems.

The Common

Market countries had enjoyed a period of rapid economic
grcKvth just before the Community came into operation, and
as is shown in Table 1, the Market has helped to maintain
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this expansion,

'^his can also be confirmed by an average

yearly groc/th rate based on figures from key industries.
Durino the period 195B-19R5 the expansion rate of Great
Britain was 3.4 per cent per year, while it was 5.2 per
cent per year for the Common Market countries.
The forecasts are that economic expansion in the
Common Market will continue at a higher rate than in Britain
in the years ahead.

The current expansion in the Community

has been, and is, backed by a far higher level of invest
ment than in Britain.

If Great Britain wants to keep for

eign investment out, because it does not ^7ant to pass control
of important sectors of industry over to foreign companies,
its own rate of investment has to be increased.
The conclusion on this must be that if things remain
as they are in Great Britain, it will continue to fall be
hind the very rapid expansion taking place on the continent,
and it will continue to invest less in industrial develop
ment in the future.

If Great Britain joins the Common

Market it will also join in their present and future ex
pansion.

This is why there is today strong support through

out British industry for Britain to become a member of the
Common Market as soon as practicable.

During the last years Great Britain's trade v/ith
Europe has rapidly increased.

Europe is the most rapidly

expanding market for the sophisticated manufacturers which
form an increasing share of the total British exports.
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This export goes to the Continent over tariff barriers.
But the process of tariff cutting in the CoTmnon Market is
now already c o m p l e t e d , so the advantages which a
member countrv enjoys is maximum.
TAP.LE 2
BRITISH EXPORTS TO THE COMMON MARKET AND EFTA

1958

(27)

1965

British Exports
$ 1000
Mill

%
Total
To Common Market
To EFTA

100
13.8
10.0

3.31
.46

.33

1000
Mill
ion

20.6
12.9

4.41
.91
.57

Table 2 above shows that Britain's trade with the Common
Market is much more important than its trade with the other
EFTA countries, even through tariff discrimination.
To avoid the discrimination, many British firms have
been setting up subsidiaries inside the Common Market or
making arrangements with Common Market firms through licen
sing or sales agreements.

But effective operation of

British firms inside the Common Market does not auarantee
them a part in industrial developments inside the Common
Market, developments that will be increasingly influenced
by the common policies of the Community,

^hese policies

will eventually cover energy, labor, transport, patents,
and a number of other fields which have a vital effect on
industrial operations.

The process of framing these
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policies is still qoinq on.

Industries in the Community

are able to influence the decisions which will be made.
They are involved in deciding the policies and are, there
fore, in a much better position to adapt their operations
to the eventual conditions in the Market than their
British competitors.

If Britain were a member of the

Common Market, British industry would also have a voice
in the decision making process.

The longer Britain re

mains outside, the more decisions will have been made,
and the harder the process of adaptation will be.
The future of British industrial prosperity depends
on their joinino the Community?

the sooner the better.
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CHAPTER 4
THE IAÏPORTANCE OF GREAT BRITAIN AS A FINANCIAL CENTER

The City of London is one of two outstanding financial
centers of the world, second only to New York.

It includes

banks, a number of commodity markets, insurance companies,
and the Stock Exchange.

Because of the unique expertise of

these institutions the City has so far maintained its posi
tion despite Britain's diminished power in the world.

The

financial channels of the City, with their credit facilities
and wprId-wide connections, give an enormous support to
British exports and thus help their balance-of-payments

On the London market almost every currency in the world
may be bought or sold, and London is said to have a clear
lead over New York both in the volume and the variety of
foreign currencies handled.

City of London has much to con

tribute to its continental partners.

For example, the

commercial banks in London are operating with a highly de
veloped checksystem, thiey have a more extensive established
connection around the world and
seas business.

a bigger volume of over

City's advantages can bring benefits to all

the members of an increased Community.

Financial experts

in London consider the role of the City to be the following:
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"The City it is who must forge the financial links
with Europe. City must play its oart in making
one great financial market out of several different
national and local financial centers." (19)

Presently there exists no such thine as a real capi
tal market in the Common Market countries, i,e. a free
market in stock-exchange securities, issued to finance the
large requirements of every type of national industry. The
continuing leading role of the City, in relation to all
the financial centers of the Continent, is due to the fail
ure of the Common Market countries to establish an effec
tive caoital market, approoriate to their size and economic
strength.
There are several reasons for this failure.

On the

Continent, capital in industry tends to be held by a small
group of shareholders.

Industry is more dependent on the

banks for working capital than is the case in Creat Britain,
and the banks often own a large proportion of the equity
of industrial companies.

Also private investors on the

Continent are less attracted by equities than the British,
and seem to prefer putting their resources into savings
institutions, a preference which is largely due to the
absence of an easy channel by which the developments of
different industries can be made known to the public. In
a closer union with Eurooe the British financial expertise
would be available to the enlarged community.
The customs union is already completed, but the six
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have scarcely done anything so far about common commercial
*'•'5

I

or financial policies, without which the single capital

K
^

markèt they need is not possible.

As integration pro-

ceeds the need for larger-seale firms wiil increase.

This,

in turn, will make a financial center, capable of handling
very large issues of capital, more and more necessary.
If Great Britain joins the Commimity the above-mentioned
situation offers an opportunity and a challenge to the
City.

It would also help reduce the European dependence

on American capital.

The City would also have an important

role in financing European resources for investment in the
developing countries.
At the, moment the City is the leading financial center
in Europe,and it is also clear that it will take years be
fore a financial center will emergeiin the Common Market.
But if Britain is cut off economically from Europe, the
City's chances of holding its position against a continent
al, rival will be seriously reduced.
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CHAPTER 5

THE HOST DIT^EICUL? ALTD COMPLICATED OTTERTIOH IN THE NEGO
TIATIONS BETTTREH THE CQMMCH MAREET AND GREAT PRI'^Ain

-

AGRICULTURE

Agricultural questions have in the r>ast been anona
the most difficult and complicated in any international
negotiations.

In E^TA the agricultural nroblems were sol

ved through bilateral agreements between the member count
ries,, separately from, the

e ^TA

Convention.

-Tien discus

sions about British membership in the E.E.6. take place,
arrangements for agriculture are considered to be amoncr
the most important problems.
The British aovernment has always attempted, for
social and economic reasons, to ensure equitable treatment
of farmers.

Public opinion in any country is rightly sen

sitive on this question.

There often arise misunderstand

ing because people who live in towns and. work in industry
cannot understand the complex problems of agriculture,
but these people .still in most cases are of the opinion
that farmers must be treated fairly. The opinion is based
on a concern for the stability and well-beinrr of the
country as a whole, and the belief that this only can be
accomplished with an agricultural community.
Most continental countries are anxious to ensure fair
treatment for their farmers, especially so since a high
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proportion of the people there are enqaqed in agriculture.

f?n)

The Treaty of Pome aims at ’’increasing agricultural
productivity, a fair standard of livinci for the agricul
tural population, stable markets, regular supplies and
reasonable prices and supplies to consumers.'(21)mhese ob
jectives have received British support, and Britain is
prepared to participate in a common aoricultural policy
and in developing a common organization of agricultural
markets.
The objectives stated are vers^ general, and the really
important negotiations began when countries started to
draw up details of their common agricultural policy. The
policy is not yet completed, but some important arrange
ments were agreed upon after January 1966, when agricul
tural negotiations started again.

An example of how the

system is working is the agreement on uniform, grain prices
which came into effect on July 1, 1967.

This decision was

considered to be the key to the economic union of the six,
and similar arrangements will probably be made for most
of the major agricultural products.

The basic principle

of the grain agreement is that there should be a "managed
market".

At the same time the farmer is given a fair

standard of livina, prices must also be reasonable to the
consumer.

Thus the manaced market works as a "regulating

body' for the interests of both farmers and consumers.
This system, is very different from, the free market, com
bined with deficiency payments, which is used in Great
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Britain.

The first difference here is that the Common

Market farmers get their living in the market place, by
actual prices they receive for their products, and not,
as in Great Britain, partly from the market and partly
from the taxpayer in the form of agricultural subsidies.
British agriculture is more up-to-date, more mechanized
and more efficient than agriculture in the Common Market
countries, and for this reason, British farmers would be
likely to do very well in a manaaed market.
The Common Market's plan for grain establishes three
prices which are important.

These are the basic tarcret

price, support price, and variable import lew.

The

basic target price is the price fixed within the Community
for each form of grain.

It is fixed at a level which oro-

vides a fair return to more efficient producers.

This is

fair to the efficient farmer and to the consumer, but is
hard on the marginal oroducer.
help them.

So provision is made to

The support price is fixed at eight per cent

below target price.

This is the level below which prices

on the market will not be allowed to fall.

If they fall to

this level they will be held there by support buying by
the Commission itself.
The variable import levy is fixed, to ensure that food
imports from the outside world are not offered on the in
ternal managed market at less than target price.

On every

ton of grain which crosses the outside borders of the
Community, a levy must be paid which will bring its price
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up to the target price.

These levies on iTnnorted foods

are intended to provide the funds to be used for support
buying, and in helping fanners, so as to improve agricul
ture in the Community.
This is a complicated system, and also a very so
phisticated method for managing an agricultural market.
In order for this system to work successfully, great know
ledge has to be shown by the Commission in their pricefixing.

If prices are either too low or too high, there

will be serious troubles.

extreme case would be when

the target price was set too high, so that there were no
imports at all, since then there would he no funds avail
able for internal support buying or for giving any other
help to agriculture.

In Creat Britain, a similar managed market system is
slov/ly developing, with the introduction of minimum
import prices on certain grains.

This development had

the effect of ensuring to the British farmer a greater re
turn from the market, and it also lessened the taxation
burden of deficiency payments.

The idea is gradually to

phase out the deficiency payments on a number of products
and replace them by levies, so as to achieve a managed
market on Community lines.

The levies would be introduced

by stages, and, as a levy began to take effect and market
prices rose, the size of the deficiency payment would be
automatically reduced until it was eliminated altogether.
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However, the British will still have their systev of
subsidies.

They are namely of two kinds, (1) the de

ficiency payments which make up the difference between
the prices farriers are guaranteed in the annual review,
and the averacre market prices.

These deficiency costs

would then disappear if Britain joined the Common Market
system.

The other present subsidies are mainly aids to

improved farming.

These payments would be continued if

Great Britain joined the Community, but the money would
corne from the Commission's funds raised by irnoort levies,
and not from the taxpayer.
The efficient British farmer is likelv to have ex
cellent opportunities in the Common ?’*arket.

But some of

the British farmers are still cautious in their attitude
to membership of the Community.

The acrricultural system

is an attempt to manage the market so as to be fair both
to the farmers and to the consumers, and in order to be
successful the British farmer has to be efficient in re
lation to the Continental farmers.

^he assurance that

the British farmers will get fair treatment derives from
the fact that the Community must provide a policy that
ensures a good living for the much larger number of people
who work in agriculture on the continent.
There is one field where this reasoning does not
apply, and that is in horticulture.

At the present time,

British horticulture is largely protected by tariffs, and
if Britain joined the Community these tariffs would have
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to be removed on imports from other me^^er countries.
“Great Britain does not reach the same standards in
horticulture as the continental countries, and the indu
stry would suffer unless it improves methods of production and distribution.*'

This statement refers to

the fact that the continental countries provide the main
competition to the British home industry, and these
countries have great advantages of climate and lower
costs.

Mr. Bottomley states further:

problem and it needs special treatment.

"This is a special
In fact, we have

the remedy in our own hands, although we have been slow
to apply it.

Many of the greenhouses used by our horti

culturists are old-fashioned and are build on soil which
is now exhausted.

If these sites could be sold for de

velopment, they would provide the capital for building
m o d e m greenhouses on fertile soil, in which mechanized
methods could be introduced."
This is an example of one way of helping horticulturists
who would suffer if they lost their present protection.
To the ones who cannot compete in a new market, the
British government has offered to pay fair compensation.
This will be a small price to pay in relation to the ad
vantages Britain should gain from membership.
Naturally, this is one of the points on which the
British should negotiate an agreement if they joined,
because it should be noted that the Common Market treaty
asserts that the common agricultural policy shall take
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account of "the particular character of agricultural
activities, arising from the social structure of agri
culture and from structural and natural disparities be£23)
tween the regions".
This shows that hritish horti
culturists are not alone in suffering from "natural dis
parities', and that they would be entitled to financial
help with their problems within the Common Market.

As mentioned before, those engaged in agriculture
are less than four per cent of Britain’s peculation. But
the effect on the country as a whole of joining the
Community agricultural system has to be considered.
of the most important considerations here is:

'^ne

what would

be the effect on the price of food in Britain?
It is difficult to calculate effects of changes in
agricultural prices on cost of the food consumer buys.
In the present case the calculation is made even more
difficult, because for most commodities there is no
available information as to what the prices in the
Community are and what they are going to be.

One member

of the British "Campaign for Europe", is indicating that
"we (the British)' spent &5.560 millions in 1955 on food
at retail prices.

If we eliminated deficiency payments

(now costing &175 millions a year) and if this was done
over a period of 10 years, the consequent rise in the
cost-of-living index would be less than one quarter of
one per cent a year, even after allovring for increases in
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the price of imported food”.
This effect should be acceptable, since the cost of
living has been rising considerably for many years in
Britain,

^-fien the Commission in July 1^6 7 decided the

fixed-prices for grain, calculations were made as to the
effects on the price of bread.

For instance, wheat prices

in Britain had to be changed to those of the Common
Market.

Presently wheat prices in the Community are high

er than the prices in Britain, which means that prices of
bread will increase.

The price increase will not come

suddenly, but will be spread across a transitional period.
Consumers dislike any rise at all in the price of
food and, if Great Britain is negotiating for entry into
the Common Market, the agricultural question would be one
of the most important to be discussed.

The British are

accustomed to living on food which is artificially cheap,
because of their system of subsidies.

Most economists

now characterize this as a rather out-dated way of orga
nizing agricultural production.

The minimum import price

system is the start of a process of change - it is likely
that these changes will go on whether Britain joins the
Common Market or not.
If Britain joins the Common Market it will save the
amount it spends on subsidies, and this money has to be
reallocated by the government.

From the British govern

ment side, it has been decided that some of this money
should be used immediately to improve the British system
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of family allowances, which would offset, for those who
most need help, any increases in the prices of food.
The calculations as to price effects of food indi
cate that the increases will be relatively small, and that
they are not reasons for hesitation about going into the
Common Market.

Great Britain is dependent on imports from overseas
for much of its food.

During the last year the import of

food has been decreasing, and this change is a result of
increases in home agricultural production.

For 1965-66,

the British Ministry of Agriculture estimated that approxi
mately two-thirds of all grain needed would be produced
at home.
The effect on the balance-of-payments position if
Britain joined in the Common Market agricultural policy,
arises from the fact that the before-mentioned levy would
be payable on many imports and that this would add to the
total cost.

At present, levies, when they are applied,

are paid to national governments, so that no burden on the
balance of payments arises.

However, in 1965 it was pro

posed that levies should be paid to the Common Market
Commission, so as to finance support buying and aid to
agricultural improvement.

This was the proposal which de

Gaulle so strongly objected to in June 1965, because it
would have given much increased power to the Commission,
by making it financially more independent of national
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governments.

There has been no agreement on this question,

and it is still under discussion.
T'Then considering these agricultural questions, it is
also important to examine unfavorable possibilities,

^fhat

would be the effects on Britain's balance of payments if
it were eventually decided that the levies were to be paid
to the Commission?

% i l e the lev^/ would mean an addition

al burden on the balance of payments, there are three im
portant factors which would reduce this burden.
First, the money that is oaid in levies on imports is
used for support buying and for farm improvements.

Thus,

a considerable amount of the British levy would be retained,
in Great Britain, for agricultural purposes, and therefore
help the balance of payments position.
Second, it does not take account of the outcome of
negotiations for the British entry.

The British would

want to negotiate arrangements which would lighten this
balance of payments burden.

The British should be in a

strong bargaining position in any such negotiations since
Britain imports more food than any continental country,
and their le-'P^ payment would be much the highest.
Third, agricultural production in Great Britain can
be expected to rise, even faster than it has done, under
the stimulus of a good return from the market, and guaran
teed sales at the Common Market's support prices for a
number of products.

Increased British home production

means fewer imports, as well as a more prosperous agri
cultural society.
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However,.it cannot be said that i.f one only consid
ered agricultural questions, there would be a clear advan
tage in favour of Britain joining the Comnon Market.
Because if it joins, it will have to make certain chances
in the present system of subsidies.

But one cannot either

consider the agricultural questions in isolation, since
Britain primarily is an industrial nation.
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CHAPTER 6
THE EFFECTS ON SOCIAL CONDITIONS

In the past the British welfare system was something
unique, as were many of their social institutions, based
on their longstanding tradition of reform and justice.
But today most European countries offer similar, and some
considerably better, social benefits.
The basic British idea, developing after the last
world war, was to have a comprehensive system embracing
an effective program of social insurance, the maintenance
of full employment, and a national health service.
The British health service is more comprehensive in
its scope and more generous in its provisions than similar
services in the countries on the continent.

But health

service is only one aspect of social security.

Provision

of cash benefits in the form of unemployment and sickness
pay, national assistance, retirement pensions, and family
allowances are of equal or greater importance.
respect the British fall behind.

In this

They devote a smaller

proportion of their gross national product to social
security cash benefits than do any of the Common Market
countries.

Social benefits in Britain are usually based

on a flat-rate payment, with little relation to actual
earnings, or to rising prices, while on the continent,
social benefits are related to earnings and therefore have
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built-in safeguards against inflation.
In Great Britain, the old-age pension represents
about thirty per cent of a person's previous income, or
a person's income goes down by two thirds, unless some
additional sums are available to the person through havino
contributed to a graduated pension scheme taken out by him
self or his employer.

Qualifying age is 65.

This system

is very much inferior to most of the systems in the Common
Market countries.

The Common Market countries have the

same qualifying age as in Britain, but the basis of pay
ment is between sixty aind seventy-five per cent of average
earnings over a person's lifetime.

Tihen there are upward

changes in the retail price index, the size of the pension
is automatically increased.

These pension systems are

better than those available in Great Britain, but they also
cost more than the British system.

The greatest advantage

of the continental system is the built-in adjustment en
suring that the relative value of the pensions is main
tained when prices rise.
The British sickness benefits are one of the parts of
a dual health service, which includes full medical care as
well as insurance.

They have a fixed rate, with adjust

ments for wife and children.

This fixed rate is the same

for everybody - which means it is reasonable for a low-wage
worker and unfavourable for a high-paid worker.

The fixed

rate was in 1965 about 2 3 per cent of average wage.

%en

it concerns the Common Market countries, these offer bene
fits, which on average, equal sixty per cent of earnings
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for a period of a year, and this period may in some cases
be extended.
It must be remembered that Britain provides full and
free medical care, which is not available in all the
Common Market countries.

But, nevertheless, benefits in

Britain do not compare particularly well with those of
the Community countries.
In most countries in Europe, unemployment benefits
are less favourable than those for sickness, but this is
not so in Britain.

For very low-paid workers this might

mean that their income could possibly be higher while un
employed than while workina, with an opposite result for a
high-wage employee.

In some of the Common Market countries,

on the other hand, unemployments benefits are related to
previous earnings.
The Common Market treaty provides that social benefits
(25)
in the mem})er countries shall be "harmonized".
No deadline has been set for this harmonization - it is
a long-term aim, which will be developed over a period of
years.

In the treaty it is also laid down that the social

services must always be harmonized upwards; so those
countries which are behind in any particular field must
gradually improve their services up to the level of the
best.

If Great Britain joined the Common Market it is

likely that it would be up to the others gradually to har
monize with the British level.

But as indicated previous

ly, in other fields Britain would have to make the effort
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of improvement.

'■

Joining Europe will then lead to greater

social security and a wider range of benefits for every
one.
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CHAPTER 7
GREAT BRITAIN AND THE DEVELOPING CQTRTTRIES

Help to developing countries is now accepted by
qovemments in most of Europe as a "must".

The popula

tions of developing countries in Asia, Africa and South
America are fast increasing.

The richer countries are

helping to raise the standard of livinc of the poorer
countries both for humanitarian reasons and out of selfinterest.

While Creat Britain relies on imports of food

and raw materials, the developing countries are largely
dependent upon the sales of these commodities, to pay
for the import of machinery and essential goods to expand
their production.
The industrial nations' goals are then to provide an
adequate market for the exports of the products of under
developed countries, as well as givinc them lona-term
financial and technical assistance.
The British Government has presently a Ministry/ of
Overseas Development, which has as one of its main func
tions to insure that value is secured for the interestfree financial aid given to the developing countries.

The

Ministry is a croup of economists and foreign experts who
advise on the development needs and. priorities of the
countries concerned.
Other European countries are doing the same.
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there is no joint consultation or joint planning among
the different experts of the various countries.

Some

experts might suggest concentrating largely on increas
ing food production or other agricultural developments,
and others the starting of new industries, etc., according
to their view of each country’s needs.

It must be quite

unsatisfactory for the poorer nations to have so many
differing theories about their basic requirements offered
with the aid they receive.
The conclusion to this should be that the developing
countries could use more effectively the financial aid
and the technical assistance offered by European nations
if these were coordinated.
Increased private investment could also make a great
contribution to building up the prosperity of the deve
loping countries.

But the amount of private investment

in these countries has dropped in the last few years.
This result has been largely due to the policies chosen
by these countries themselves; nationalization, tough tax
ation, or government management control.

The drop in

private investment is made up by government aid.

But the

aid given each year has to compete with increasing demêinds
for government expenditure at home.

2^n effort should

therefore be made through a cooperative Europe to encour
age private investment in those countries which are pre
pared to treat this tyoe of investment in a responsible
way.
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Most of the developing nations' foreian exchange
comes from their exports.

The trading policies of the

developed countries are therefore, often, of even more
importance than their financial or technical assistance.
Many of the developing countries depending on production
of agricultural products have lost more from the enor
mous fall in the price of these commodities than the total
amount of financial aid they have received, from the rich
er countries of the world.

Stabilization of commodity

prices would help the developing countries, but it can
only be accomplished on a world scale.

If one or more

countries suddenly decide, in isolation, to increase the
production of a particular product, it may create over
production, decrease the selling price and in this way
create trouble for the poorer nations who are dependent
on earnings from export of the product.
It is clear that a more united effort is required
from Western Europe.

Britain, with its traditional liber

al trading policies with the developing world, would be
likely to influence Europe in this direction.

7\n en

larged Common Market would create a more raoid rate of
growth in the developing countries, and thus provide a
potential market for the developing world.
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CHAPTER B
IS THERE AMY CHOICE?

Creat Britain needs a new policy which will make it
economically stroncr and politically influential.

Only

by joining with other European countries in a United
Europe, will it be possible for it to maintain its in
fluence in a world dominated bv superpowers.
are the United States and Soviet Pussia.

Today these

Tn the future

there will also be China and a United Europe, whether or
not Britain is a part o^ it.
There is also another side of the picture.
needs Britain as much as Britain needs Europe.

Europe
^or this

reason the najority of people in the Common 'Market countr
ies want Britain to join their Community.
TMited Europe can only be created by the enlaroepent
of the Common Market and the development of its institu
tions.

The disadvantages compared to the advantages to

Britain of beinc a part of a future United Europe are
small.

The European countries have obligations to each

other, and these obligations can onlv be fulfilled throuah
the pooling of their resources.
Britain's attitude is clear; to work for a policv of
joining the Common Market as soon as possible, and work
with the continental countries to create an economically
and politically integrated Europe.
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